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A SYSTEM AND METHOD FOR CONDUCTING 
A CUSTOMER AFFINITY PROGRAM AUCTION 

Field Of The Invention 

The invention relates to customer affinity programs 
and, in particular, to a system and method for conducting an 
auction using "reward points." 

Background 

There are a variety of customer affinity programs 
where customers can earn reward points through the purchase of 
goods and services from a supplier and can later redeem those 
points for additional goods or services. Well-known examples of 
customer affinity programs include airline "frequent flyer" 
programs and credit card "reward" programs. In a frequent flyer 
program, a customer receives frequent flyer "miles" for 
traveling on a particular airline which can be redeemed for 
future travel on the airline. Similarly, in a credit card 
reward program, reward "points" or "dollars" are earned by use 
of a credit card to make purchases which can be redeemed through 
the credit card company for goods or services from a variety of 
suppliers . 

Customer affinity programs, as the name implies, are 
programs that suppliers of goods or services ( use to develop and 
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maintain customer loyalty. Customers earn reward points through 
purchase of the goods or services from a supplier. Suppliers 
frequently offer promotions where additional points are given 
based on certain criteria ( e.g. volume or types of purchases) . 
The customers can track their reward points through, for 
example, periodic mailings from the supplier or on the 
supplier's internet site. Watching reward points grow creates 
customer excitement and helps to develop and maintain customer 
loyalty. Customers are further encouraged to continue using a 
supplier by the goods or services that can be obtained by 
redeeming reward points. 

Summary 

The system and method for conducting a customer 
affinity program auction described includes a central server 
that maintains databases and is connected to customer interfaces 
to conduct auctions of goods or services. 

Customers can bid on the goods or services using 
reward points earned through a customer affinity program. The 
system and method also allows the customers to purchase 
additional reward points for use in the auction. A specific 
quantity of reward points may be purchased by the customer for 
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use in the auction or the customer may choose to bid on goods 
and services in excess of his earned reward points and pay for 
the additional reward points after the auction is completed. 
Alternatively, using the system and method, the customer can 
convert his reward points to a cash value and bid in cash on an 
item being auctioned. The auction may be customized or targeted 
to a particular group of customers. 

The system and method also can determine a minimum bid 
price and bid increment for the auction of the goods or 
services . 

Summary Of The Drawings 

Fig. 1 shows an embodiment of the parties connected 
through the system and method. 

Fig. 2 shows an embodiment of a representative central 
controller used with the system and method. 

Figs. 3-10 show embodiments of representative 
databases used with the system and method. 

Fig. 11 shows an embodiment of a representative method 
for customer registration according to the system and method. 
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Figs. 12A and 12B show an embodiment of a 
representative reward points auction according to the system and 
method. 

Fig. 13A shows an embodiment of purchasing reward 
points according to the system and method. 

Fig. 13B shows an embodiment of converting reward 
points to a cash value according to the system and method. 

Fig. 14 shows an embodiment of determining the opening 
price and bid increment for an item according to the system and 
method. 

Detailed Description Of The Preferred Embodiments 

As shown in Fig. 1, the system and method generally 
includes a central controller 110 which is connected to customer 
interface devices 120, a reward program central controller 130, 
and a banking/credit card network 140. As is described more 
fully in the following paragraphs, the central controller 110 
places an item on the "auction block" and sets a minimum bid 
price and a bid increment for the item. Customers at customer 
interface devices 120 can bid on the item using reward points 
they have accumulated as part of a customer affinity program and 
may purchase additional reward points for use in the auction. 
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Alternatively, using the system and method, customers can 
convert reward points to a cash value and bid in cash on items 
being auctioned. 

Central controller 110 communicates with reward 
program central controller 130 to determine the available 
balance of reward points of a particular customer wanting to bid 
on an item. If the reward points needed to bid on the item 
exceed the reward points available in the customer balance, the 
customer may purchase additional reward points at an exchange 
rate or convert reward points available to a cash value for use 
in the auction. The central controller will interact with the 
banking/credit card network 14 0 to allow for payment for the 
additional reward points purchased by the customer or to allow 
for partial cash payment for items purchased with cash bids in 
the auction. 

Fig. 2 shows an embodiment of a general -purpose 
computer used with the system and method. Central controller 
110 includes data storage device 210, random access memory 
("RAM") 22 0, read only memory ("ROM") 23 0 and central processing 
unit ("CPU") 24 0. The data storage device 210 conceptually 
includes a number of databases including, for example, a 
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customer database 280, a reward point database 282, a 
merchandise database 284, a pricing database 286, an offer 
database 288, a currency database 290, a customization database 
292 and a fulfillment database 294. The databases are discussed 
in more detail below in reference to Figs. 3-14. 

CPU 240 is also connected to network interfaces 260, 
which enable CPU 24 0 to connect to the customer interface 
devices 120. Network interfaces 270 enables the CPU 240 to 
connect to the reward programs central controller 13 0 and the 
banking/credit card network 14 0. 

It should be noted that while the central controller 
110 and reward program central controller 130 are shown as 
separate computers in Fig. 1, the functions performed by each 
may be consolidated into a single controller or further 
distributed among additional controllers. 

Fig. 11 shows the process by which a customer may 
register for use of the customer affinity program auction system 
and method. As shown in Fig. 11, the customer logs onto the 
auction site at step 1110. At step 1120, the customer is 
queried as to whether he has previously registered for the 
customer affinity program auction method and system. If so, the 
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registration has previously been completed as shown at step 
1150. If the customer has not previously registered, the 
customer enters registration information at step 1130. For 
example, as shown in the embodiment of the customer database 280 
of Fig. 3, the customer may enter his name and address 33 0, 
personal identifier information 350 ( e.g. mother's maiden name) 
and credit and/or debit card payment information 360 and 370. 
Password 32 0 may be selected by the customer or assigned by the 
system. Finally, the system will record the date the customer 
registered 340 and will assign a customer I.D. number 310 as 
shown at step 1140 of Fig. 11. The registration process is now 
completed as shown at step 1150. 

Figs. 12A and 12B show operation of the system and 
method. The customer logs onto the auction site at step 12 05. 
At this point the customer can preview auction merchandise at 
step 1212. This may include previewing merchandise that is on 
the auction block and currently being auctioned off. It also 
may include previewing merchandise that will be subject of 
upcoming auctions. To preview merchandise, the customer may 
access the embodiment of the merchandise database 284 as shown 
in Fig. 5. Merchandise database 284 may include an item code 
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510, a description of the item 520 and the number of units of 
that item that are available for purchase through the auction 
530. The item code 510 is a number that facilitates tracking of 
particular items in the system and method. Merchandise database 
284 may also include photographs or video clips of the items or 
promotional materials concerning the items being auctioned. 

The customer is free to bid on any merchandise that is 
currently being auctioned as shown at step 1220 of Fig. 12A. If 
the customer decides not to do so, he may exit the auction site 
as shown at step 1222. 

If the customer would like to bid on merchandise that 
is currently being auctioned, the customer enters his user I.D. 
number and password, that information is authenticated by the 
system and the customer may access its reward points as shown at 
step 1226. Accessing of the reward points involves transfer of 
data from the reward program central controller 13 0 to the 
auction site central controller 110 as shown in Fig. 1. As an 
example of the particular information that may be transferred 
from reward program central controller 13 0 to the central 
controller 110 and viewed by the customer, the embodiment of the 
reward points database 2 82 of Fig. 4 contains current reward 
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points balance 430, additional non-provider reward points 440 
and reward points available for purchase 450 based on the 
customer I.D. number 410 or name 42 0. 

The current reward points balance 43 0 refers to reward 
points that the customer has earned through the customer 
affinity program, for example, through travel on airplanes or 
through purchases. Additional non-provider reward points 440 
refers to reward points that the customer has earned through 
another qualified reward program that may be transferred and 
used in the reward points auction. Reward points available for 
purchase 450 refers to the upper limit of reward points the 
customer may purchase as part of the system and method. 

If the customer has a sufficient number of points in 
its current reward points balance 430 to bid on the merchandise 
as shown at step 1230 of Fig. 12A, the customer may proceed to 
bid on the merchandise as shown at step 124 0 or decide not to 
bid on the merchandise and exit the auction as shown at step 
123 6. If, however, the reward points required to bid on the 
merchandise exceeds the current reward points balance available 
to the customer 430 and additional non-provider reward points 
440 available to the customer as shown at step 1230, the 
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customer may decide to purchase additional reward points as 
shown at step 1232. Alternatively, if the customer decides not 
to purchase additional reward points, he may opt to convert his 
current reward points balance 43 0 and additional non-provider 
reward points 44 0 to a cash value for use in the auction as 
shown at step 1234. If the customer decides not to purchase 
reward points and not to convert reward points to a cash value, 
it may exit the auction as shown at step 1236. 

Fig. 13A shows the operation of the system and method 
with respect to the purchase of additional reward points. If he 
customer would like to purchase additional reward points, the 
customer accesses the reward points available for purchase as 
shown at step 1310. Currency database 2 90 of Fig. 8 
participates in this process. Currency database 290 may include 
a customer I.D. number 810, a current reward points balance 82 0, 
reward points available for purchase 830, the cost of purchasing 
the reward points in various currency exchange rates, for 
example, U.S. dollars 840, Francs 850 or Euros 860. The 
exchange rate is merely the rate at which reward points may be 
purchased. In other words, how many dollars per point or how 
many units of another currency, for example, Francs or Euros per 
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reward point. For example, as shown in currency database 290 of 
Fig. 8 the customer has 25,000 reward points available for 
purchase and, with respect to U.S. dollars, the exchange rate is 
.01 U.S. dollars per point as shown at column 840 such that the 
25,000 reward points available for purchase may be purchased for 
250.00 U.S. dollars. Similarly, as shown in columns 850 and 
860, the exchange rate is .06 Francs per point and .01 Euro per 
point such that the 25,000 reward points available for purchase 
may be purchased for either 1,500 Francs or 250 Euro. 

Returning to Fig. 13A, the desired reward points 
exchange rate is displayed as shown at step 1320. At this point 
the customer may opt to purchase a specific number of reward 
points for use in the auction as shown in step 1330. The 
customer then selects the amount of reward points to purchase in 
the desired currency as shown in step 1340. For example, the 
customer may decide to purchase the 10,000 reward points at an 
exchange rate of .01 U.S. dollars per point and thus purchase 
10,000 reward points for $100.00. The cost of the reward points 
purchase at the exchange rate can then be charged to the 
customer's credit card account or debited from the customer's 
bank account as shown in step 1350. 
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However, the customer may decide not to purchase 
specific number of reward points but in fact leave the number of 
reward points to be purchased open or "floating" during the 
auction as shown at step 1360. The floating purchase of reward 
points means that however many reward points the customer 
expends in the auction beyond its available balance of reward 
points will be later charged to its credit card account or 
debited from its bank account at the appropriate exchange rate, 
up to a certain limit of reward points available for purchase. 
Once the customer has either purchased a specific quantity of 
additional awards points or selected a floating purchase of 
reward points at the exchange rate, the customer is returned to 
step 1226 in Fig. 12A to bid on the merchandise being offered. 

Fig. 13B shows the operation of the system and method 
with respect to the conversion of reward points to a cash value 
for use in the auction. If the customer would like to convert 
reward points to a cash value for use in the auction, the reward 
points "exchange rate" is displayed as shown at step 1370. 
Currency database 290 of Fig. 8 participates in this process. 
The reward points balance is then converted to a cash value 
using the desired exchange rate as shown in step 1380. For 
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example, the customer may decide to convert 10,000 reward points 
to a cash value at an exchange rate of .01 U.S. dollars per 
point to obtain $100.00 for use in the auction. The cash value 
of the reward points may then be used to bid on merchandise 
being offered in the auction. After converting reward points to 
a cash value, the customer is returned to step 124 0 in Fig. 12A 
to bid on the merchandise being offered. 

The customer may bid on merchandise as shown at step 
124 0 in Fig. 12A. The customer may bid in reward points, using 
reward points accumulated or purchased, or in cash, using a cash 
value of reward points as a portion of the total cash bid. The 
system keeps track of the customer's bids and other bids 
received as shown in the embodiment of the offer database 2 88 of 
Figs. 7A and 7B. As shown in Fig. 7A, offer database 288 may 
include a customer I.D. number 710, an offer number 720, item 
code 730, a minimum opening bid 740, a bid increment 750, an 
opening bid date 760, an auction cutoff date 770, a customer 
opening bid 780 and a customer latest bid 790. As shown in Fig. 
7B, the offer database 288 also may correlate the highest bid 
792 to an offer number 794 and customer I.D. number 796. 
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If a higher bid is received as shown at step 1242, the 
original bid will be replaced by the higher bid in column 792 in 
offer database 7B as shown at step 1250. Whether or not a 
higher bid is received, the system will monitor whether the time 
period for the auction has expired as shown in step 1246. The 
system will monitor whether a higher bid has been received until 
the time period for the auction has expired. If the time period 
for the auction has expired as shown at step 1246, the highest 
bidder purchases the merchandise as shown at step 1260. 

At this point the system queries whether the customer 
has selected the "floating" purchase reward points as shown at 
step 1262. If not, as shown at step 1266, if the bid was made 
in reward points, the reward points expended in the auction for 
purchase of the merchandise are deducted from the customer's 
reward points total shown in column 43 0 of Fig. 4, the reward 
points expended are then transmitted from the central controller 
110 to the reward programs central controller 130 for debiting 
from the customer's reward points balance maintained by the 
central controller 130. If the bid was made in cash, the cash 
expended in the auction less the cash value of reward points 
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exchanged by the customer are charged to the customer's credit 
card account or debited from the customer's bank account. 

If, however, the customer had selected the floating 
purchase of reward points (step 1262), then the reward points 
expended in the auction are deducted from the customer's reward 
points balance up to the customer's current balance of reward 
points shown in column 430 of Fig. 4 as shown in step 1270. Any- 
remaining reward points required to purchase the goods expended 
in the auction are charged to the customer's credit card account 
or debited from the customer's bank account at the exchange rate 
of the desired currency shown at step 12 72. 

At this point, the auction is complete and the 
merchandise can be delivered to the customer as shown at step 
1276 in accordance with the information in the embodiment of the 
fulfillment database 294 of Fig. 10. Fulfillment database 294 
may include the customer I.D. number 1010, a customer name and - 
address 1020, the particular product 1030 and the method of 
delivery 1040. 

Referring particularly to the embodiment of the 
customization database 292 of Fig. 9, the auction system and 
method as described above may be customized in various ways. 
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Customization database 292 may include the customer I.D. number 
910, a geographic code 92 0, a customer profession 93 0, customer 
interest 940 and previous reward points redemption 950. 
Customization database 292 is used to allow targeted auctions. 
For example, goods may be auctioned to customers in a particular 
geographic area as determined by a geographic code 92 0. Such an 
auction might be for the purchase of a sporting event ticket in 
the New York City area and may only be made available to 
customers in that area. Similarly, an auction may be 
customized, for example, by a consumer's profession 930 or a 
particular interest 94 0 or by keeping track of previous 
redemptions of reward points for particular products 950. In 
this manner, an auction may be limited to customer's having a 
certain interest or profession or previous history of reward 
points redemption. This is a way of generating particularized 
interest in the auction system and method. 

Fig. 14 shows the method and system for setting the 
minimum opening bid price and the bid increment for use in the 
customer affinity program auction system and method. As shown 
in step 1410, the popularity of the item is determined. The 
time period for the auction is set as shown in step 1420. The 
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type of auction is determined as shown in step 1430. Using the 
foregoing information, the system sets the minimum opening bid 
price at step 1450 and bid increment at step 1460. 

The embodiment of pricing database 286 of Fig. 6 is 
used as part of this process to determine the opening bid price 
and bid increment. The pricing database may include an item 
code 610, a description of the item 620, the cost of the item to 
the provider of the system and method 63 0, the popularity of the 
item 640, the period of usage 650, the type of auction 660, an 
auction pricing discount factor 670, a minimum opening bid 680 
and a bid increment 690. The popularity of the item 640 refers 
to the expected activity during the auction based on, for 
example, prior experience with the same or similar goods or 
general customer preferences. The period of usage 650 refers to 
the time that the auction will be taking place and typically how 
many customers are accessing the system during that time. The 
type of auction reflects flexible criteria that helps determine 
the minimum opening bid price and the bid increment. This can 
be determined again by the system and method based on prior 
history or by the operator of the system and method. For 
example, the type of good being sold may be a luxury item or the 
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type of auction may be occurring during normal or peak usage 
times. The auction pricing discount factor 670 is the factor 
applied by the system and method to determine the minimum 
opening bid 680. The minimum bid 680 and bid increment 690 is 
expressed in reward points and a cash value ( e.g. dollars as 
shown in Fig. 6) . 

For example as shown in the first row of Fig. 6 for a 
normal type auction a typical auction pricing discounting factor 
might be 60%. Multiplying the cost of the goods to the provider 
times the auction pricing discount factor divided by a 
determined reward points value, the system and method can arrive 
at a minimum opening bid price. For example as shown in the 
first column of Fig. 6, the cost of the sporting events ticket 
is $125.00 to the provider multiplying that times the auction 
pricing discount factor of 60% which was set based on it being a 
normal type auction during a moderate period of usage for a 
highly popular item and dividing that by .015 U.S. dollars per 
point, to arrive at a minimum opening bid of 5,000 points. 
Likewise the biding increment of 1000 points is set based on the 
fact that the type of auction is normal, the period of usage is 
moderate and the popularity item is high. 
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For other types of items, for example, luxury goods as 
shown in the third row of Fig. 6, the auction pricing discount 
factor can be set much higher. Alternatively, as shown in the 
second column of Fig. 6, when the period of usage for the 

5 auction is during the peak period, the type of auction is 

classified as a peak usage auction and auction pricing discount 
factor is 33% resulting in a much lower opening bid for the same 

^3 goods as shown in the first row of Fig. 6. The rationale for 

FT"! 

this pricing scheme is that during periods of peak usage, more 
lp t people will be biding on items on the auction block such that 
'f* even at a lower opening bid price and a lower bid increment, the 

*T| price will be driven up to an equilibrium level before the 

i y 

JE ultimate sale. 

3 

9 

p The above description of various preferred embodiments 

15 has been presented for purposes of illustration and description. 
It is not intended to be exhaustive or limiting to the precise 
forms disclosed. Obvious modifications or variations are 
possible in light of the above teachings. The embodiments 
discussed were chosen and described to provide illustrations and 
20 their practical application. All such modifications and 

variations are within the system as determined by the appended 
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they are fairly, legally and equitably entitled. 
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